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THE  most  significant  development  in  recent 
American  Far  Eastern  policy  was  the  promise  by 
Congress  to  grant  independence  to  the  Philippines 
in  1946 — a  step  which  apparently  marked  the  aban¬ 
donment  of  this  country’s  major  political  and  eco¬ 
nomic  stronghold  in  the  Orient.'  Events  of  the  past 
two  years,  however,  have  challenged  the  assump¬ 
tion  that  withdrawal  from  the  Philippines  would 
lead  to  a  basic  reorientation  of  traditional  American 
policy  in  the  Far  East.  While  the  Nine  Power 
Treaty,  on  which  this  policy  is  still  legally  based, 
is  no  longer  effective,  the  American  government 
shows  no  indication  of  surrendering  the  principles 
adopted  at  the  Washington  Conference  in  1922. 
The  United  States  has  extended  some  financial 
assistance  to  China,  and  its  diplomatic  representa¬ 
tives  and  military  forces  have  been  active  in  the 
protection  of  American  lives  and  property.  Dis¬ 
approval  of  Japan’s  actions  in  China  has  been 
voiced  in  official  protests  and  most  recently  in  the 
abrogation,  on  July  26,  1939,  of  the  Japanese- Amer¬ 
ican  treaty  of  commerce  and  navigation  of  1911.  It 
thus  appears  that  the  United  States  is  maintaining 
its  historic  Far  Eastern  policy,  although  political 
stability  in  East  Asia  has  disappeared  and  with  it 
the  hope  that  the  Philippine  problem  had  been 
finally  solved. 

Aside  from  issues  affecting  China,  the  United 
States  is  also  concerned  with  the  advance  of  Japan 
in  the  south  Pacific — a  region  important  as  a  source 
of  raw  materials  and  as  an  export  market  for 
American  goods.^  Seizure  of  Hainan  Island  on 
February  10,  1939  and  the  Spratly  Islands  on  March 
31  carried  Japanese  arms  south  of  Manila  to  within 
640  miles  of  Singapore.^  Although  the  State  De- 

1.  Cf.  T.  A.  Bisson,  "American  Policy  in  the  Far  East,”  Foreign 
Policy  Reports,  February  i,  1937,  p.  277. 

2.  Netherlands  Indies  and  Southeast  Asia  supply  the  United 
States  with  75  per  cent  of  its  raw  tin  and  almost  all  its  rubber 
and  quinine.  Cf.  Miriam  Farley,  “America’s  Stake  in  the  Far 
East”  (New  York,  Institute  of  Pacific  Relations,  1936).  This 
whole  area  absorbs  about  10  per  cent  of  United  States’  exports. 
Cf.  U.S.  Department  of  Commerce,  Bureau  of  Foreign  and 
Domestic  Commerce,  “Foreign  Trade  of  the  U.S.  1938,”  Part  I, 
Summary,  pp.  15,  50. 

3.  Cf.  New  Yorl(  Times,  February  ii,  April  i,  1939. 


partment  denies  knowledge  of  naval  or  military  ' 
preparations  on  the  Japanese  mandated  islands,  un¬ 
official  reports  of  such  activities  are  current.  The 
Philippines,  as  well  as  Hongkong,  are  being  enclosed 
in  a  pincer  movement,  until  they  have  become  iso¬ 
lated  barriers  lying  across  Japan’s  drive  towards  the  } 
Netherlands  Indies.  Many  observers  believe  that  ( 
after  the  withdrawal  of  American  sovereignty  in  > 
1946,  Japan  will  attempt  to  dominate  the  Islands,  j 
either  by  gradual  economic  penetration  or  by  out-  I 
right  conquest.  {  1 

Uncertainty  over  the  Islands’  future  has  thus  i 
greatly  increased.  One  section  of  opinion,  both  in  the  ’ 
United  States  and  in  the  Philippines,  believes  that  [  | 
the  question  of  independence  should  now  be  re-  *  | 
appraised  in  the  light  of  the  changing  political  j  1 
situation  in  the  Orient.  Another  section  of  the  ( 
American  public,  viewing  the  course  of  Japanese  1 
aggression,  has  become  even  more  strongly  con-  '  ] 
vinced  that  the  greatest  danger  of  embroilment  in  a  .  < 
Far  Eastern  war  lies  in  the  Philippine  connection.  i 
No  change  in  the  date  for  independence  is  yet  offi-  j 
cially  contemplated,  but  certain  amendments  to  the  1 
Independence  Act  were  recently  passed  by  (Don-  { 
gress.  These  amendments  are  essentially  concerned  { 
with  aiding  the  Commonwealth  to  adjust  itself  to  i 
the  change  in  trade  relations  which  will  occur  after  I  y 
1940,  leaving  in  abeyance  the  question  of  economic  *  j 
.security  for  the  Islands  after  1946.  e 

THE  INDEPENDENCE  ACT  ] 

After  years  of  agitation  for  independence  Philip-  \  ^ 
pine  leaders,  in  conjunction  with  American  agri-  >  ^ 
cultural,  labor  and  financial  interests,  were  success-  |  5 
ful  on  March  24,  1934  in  having  (Dongress  pass  the  » 
Philippine  Independence  Act.'*  Until  July  4,  1946,  ' 

under  the  terms  of  this  act,  the  Commonwealth  of  ^ 
the  Philippines  has  extensive  powers,  but  in  such  if 
matters  as  government  loans,  tariffs  and  immi-  I  ^ 
gration  and  in  its  foreign,  military  and  judicial  si 

affairs  it  must  recognize  the  sovereignty  of  the  9. 

If 

Public  Law  No.  127,  73rd  Congress.  Known  also  as  the  c 
Tydings-McDiiffie  Act.  The  Hare-Ha wes-Culting  Act  had  pre- 
viously  been  rejected  by  the  Filipinos.  jj 
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United  States.’"^  The  High  Commissioner  is  the 
legally  authorized  observer  of  the  President, 
charged  with  the  task  of  exercising  these  reserved 
rights.  Aside  from  the  derogation  of  prestige  in¬ 
volved  in  submitting  to  American  sovereignty,^  ® 
the^Filipinos  object  mainly  to  the  continuance  of 
American  control  over  tariff  matters.  Insular  of¬ 
ficials  consider  that  their  inability  to  arrange  recip¬ 
rocal  trade  agreements  with  other  countries  and  to 
raise  tariff  barriers  for  the  protection  of  infant  in¬ 
dustries  have  constituted  serious  handicaps  in  pre¬ 
paring  for  economic  independence. 

Filipino  statesmen  have  long  recognized  that  dif¬ 
ficult  problems  of  economic  readjustment  would 
emerge  after  termination  of  the  free  trade  relation¬ 
ship  with  the  United  States  in  1946.^  For  thirty 
years  the  United  States  has  been  pursuing  a  trade 
policy  with  the  Philippines  inconsistent  with  its  ex¬ 
pressed  intentions  of  preparing  the  Filipinos  for 
ultimate  independence.*®  Reliance  upon  the  export 
of  a  few  tropical  products — almost  exclusively  to 
this  country — has  prevented  the  diversification  of 
Philippine  agriculture  and  industry  necessary  for 
economic  self-sufficiency.**  Since  1930  between  77 
and  87  per  cent  of  all  Philippine  exports,  mostly 
agricultural  products,  have  been  shipped  to  the 
United  States.  In  turn  the  United  States  has  sup¬ 
plied  from  59  to  67  per  cent  of  the  Islands’  needs 
j  for  manufactured  goods  and  canned  foods.*^'*^ 

The  economic  provisions  of  the  Independence 
Act  were  meant  to  facilitate  the  adjustment  of 
Philippine  economy  to  world  tariff  barriers  by  the 
earliest  practicable  date.  During  a  preliminary  five- 
year  period  of  free  trade,  terminating  November 
15,  1940,  the  import  of  three  products  was  limited 
by  quota,  with  excess  shipments  subjected  to  full 
)  tariffs. *■*■*’  During  the  last  five  years  of  the  Com- 

5-6.  For  a  review  of  these  powers,  cf.  D.  H.  Popper,  “Creating 
a  Philippine  Commonwealth,”  Foreign  Policy  Reports,  December 
19,  1936,  p.  234. 

7-8.  In  two  instances  the  ex-High  Commissioner,  Paul  V. 
McNutt,  stepped  in  to  protect  American  prerogatives,  once  to 
insist  on  the  precedence  of  the  United  States  representative  in  the 
matter  of  ollicial  toasting,  again  to  insure  the  routing  of  con- 
)  sular  and  diplomatic  documents  through  the  High  Commis¬ 
sioner’s  Oflice.  Cf.  New  Yor^  Times,  May  21,  July  24,  1937. 

9.  Cf.  statement  of  Manuel  Roxas  before  House  Committee  for 
I  Insular  Affairs,  “Hearings  on  Philippine  Independence”  (72nd 
I  Congress,  ist  Session). 

!  10.  Cf.  Francis  B.  Sayre,  “Hearings  Before  Committee  on  Ter- 

!  ritorics  and  Insular  Affairs  on  S.  1028.”  Statement  of  February 
I  *61  1939.  P-  22. 

'  n.  Cf.  Popper,  “Creating  a  Philippine  Commonwealth,”  cited, 
I  P-  237.  Forty  per  cent  of  the  Filipinos  depend  for  a  living  on 
two  agricultural  products — sugar  cane  and  coconuts. 

I  •2-13.  Philippine  Islands,  Department  of  Finance,  “Annual  Re- 
i  port  of  Insular  Collector  of  Customs,  1930-1938.” 
j  Sugar,  cordage  and  coconut  oil.  These  c]uotas  were  ex¬ 

ceedingly  liberal  in  comparison  with  a  ten-year  average  of 
1  exportation.  Cf.  pp.  155,  156. 


monwealth,  however,  Philippine  agriculture  and  in¬ 
dustry  will  be  obliged  to  adapt  themselves  to  full 
American  tariffs  by  paying  a  tax*®  on  exports  to 
the  United  States.*^  *®  The  tax  ranges  from  5  per 
cent  of  the  prevailing  duty  in  1941  to  25  per  cent 
in  the  final  year  before  independence. 

During  the  free  trade  period,  now  drawing  to  a 
close,  Philippine  producers  have  had  little  incentive 
to  seek  new  markets  or  limit  production,  since 
tariff  preferences  and  liberal  quotas  continued  to 
make  the  American  trade  extremely  profitable.  The 
period  for  adjustment  has  thus  been  limited  to  5*/4 
years,  while  in  1946  Philippine  products  will  be 
forced  to  scale  75  per  cent  of  the  American  tariff 
wall  overnight.  Moreover,  certain  industries,  such 
as  coconut  oil,  cigars,  scrap  tobacco,  pearl  buttons 
and  embroideries,  which  have  small  profit  margins 
and  cannot  withstand  tariff  imposts,  face  ruin  in 
the  first  five  years  of  the  export  tax  levy. 

Later  acts  of  Congress  have  affected  three  major 
exports:  sugar,  coconut  oil  and  cordage.  The  Agri¬ 
cultural  Adjustment  Act  established  an  absolute 
quota  for  Philippine  sugar,  and  also  entitled  insular 
producers  to  benefit  payments.*^  Although  the 
AAA  quota  is  considerably  above  that  established 
by  the  Independence  Act,  no  sugar  has  been 
shipped  in  excess  of  the  duty-free  limit.^®  Whether 
or  not  insular  producers  can  ship  dutiable  sugar 
profitably  is  debatable.  In  any  case  they  would 
not  wish  to  demonstrate  their  ability  to  do  so,  for 
fear  of  jeopardizing  continuance  of  the  preferential 
status  they  now  enjoy.  This  consideration,  as  well 
as  a  desire  to  placate  American  sugar  producers, 
probably  motivated  the  willingness  of  the  Philip¬ 
pine  Sugar  Association  to  limit  itself  to  the  duty¬ 
free  quota  in  March  1937.^*  The  London  Sugar 
Conference  of  1937  placed  additional  restrictions  on 
the  export  of  insular  sugar.  Under  the  conference 
agreement,  the  Philippines  cannot  ship  sugar  to 
other  parts  of  the  world  unless  the  American  duty¬ 
free  quota  is  reduced  or  there  is  an  increase  in 

16.  The  proceeds  of  the  export  tax  were  also  intended  to  liqui¬ 
date  Philippine  bonded  indebtedness. 

17-18.  Except  on  abaca  and  copra,  which  are  on  the  United 
States  free  list. 

19.  Tlic  Jones-Costigan  Act  of  1934,  which  was  extended  by 
the  Sugar  Act  of  1937,  allocated  to  the  Philippines  the  following 
final  quotas  (in  short  tons,  raw  value):  1,005,602  (1934); 
981,958  (1935);  1,000,829  (1936):  998,499  («937):  99UO20 
(1938).  The  Tydings-McDullie  Act,  Sec.  6  (a)  allows  a  quota 
of  800,000  long  tons  of  raw  sugar  and  50,000  long  tons  of  re¬ 
fined  sugar,  corresponding  to  970,000  short  tons  raw  value. 

20.  Export  to  United  States  in  thousands  of  short  tons:  1936, 
948;  1937,  965;  1938,  951.  Department  of  Commerce,  Bureau 
of  Foreign  and  Domestic  Commerce,  “Trade  of  the  United 
States  with  the  Philippines,”  1936,  1937,  1938.  Dutiable  ship¬ 
ments  may  be  made  within  the  margin  of  the  two  quotas. 

21.  Hearings  on  H.R.  5326,  Subcommittee  of  the  House  Com¬ 
mittee  on  Agriculture,  24th  Congress,  March  1937. 
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world  consumption.  In  the  latter  case  the  Islands 
would  be  permitted  4  per  cent  of  the  increased 
world  import  needs,  but  since  sugar  is  at  present 
being  selected  by  many  countries  for  experiments 
in  economic  nationalism,  no  such  possibility  is 
foreseen.^^ 

The  Independence  Act  permitted  the  importation 
of  200,000  long  tons  of  coconut  oil  duty-free,  but 
the  Revenue  Act  of  1934  imposed  a  processing  tax 
of  three  cents  per  pound  on  coconut  oil  derived 
from  Philippine  copra,  whether  processed  in  the 
Islands  or  in  the  United  States.^^  Foreign  oils  must 
pay  a  five  cent  tax,  which  affords  the  insular  prod¬ 
uct  a  two  cent  preference.  In  1938,  when  the  price 
of  coconut  oil  in  the  American  market  suffered  a 
drastic  decline,  the  total  value  of  all  coconut  im¬ 
ports  from  the  Islands  fell  off  43  per  cent.^"*  The 
Cordage  Act  of  1935,^’  in  setting  a  quota  of  six 
million  pounds  on  imports  of  insular  cordage, 
doubled  the  Tydings-McDuffie  quota,  but  per¬ 
mitted  no  shipments  whatsoever  above  the  quota 
limit. 

These  acts  of  Congress  have  created  a  state  of 
uncertainty  in  the  Philippines  concerning  future 
Congressional  legislation  which  might  affect  in¬ 
sular  exports.  The  Filipinos  protest  that  this  uncer¬ 
tainty  makes  planning  for  the  future  difficult  and 
jeopardizes  prospects  for  achieving  economic  stabil¬ 
ity.  Two  other  major  grievances,  previously  noted, 
center  on  “imperfections”  in  the  Independence  Act 
— the  ruinous  effect  which  the  export  tax  is  likely 
to  have  on  five  of  the  Philippine  export  industries 
which  are  carrying  on  at  present  with  small  profit 
margins,  and  the  failure  to  provide  for  an  adequate 
adjustment  period  for  Philippine  economy. 

AMENDMENTS  TO  THE  ACT 

For  five  years  Philippine  leaders  have  been  agi¬ 
tating  for  a  revision  of  the  Independence  Act’s  eco¬ 
nomic  provisions.  In  accepting  them  originally,  the 
Philippine  legislature  felt  that  President  Roosevelt’s 
message  to  Congress  recommending  passage  of  the 
Act,  in  which  he  took  cognizance  of  the  existence 
of  “imperfections  and  inequalities,”  was  “reason¬ 
able  assurance”  to  the  Filipino  people  “of  further 
hearing  and  due  consideration  of  their  views.”^^  At 

22.  Cf.  “Far  Eastern  Situation  Complicates  Sugar  Problem,” 
Far  Eastern  Survey  (Institute  of  Pacific  Relations),  July  13,  1938, 
p.  166. 

23.  Section  602 ‘,2. 

24.  U.S.  Department  of  Commerce,  Bureau  of  Domestic  and 
Foreign  Commerce,  “Fats  and  Oils  Trade,  1938,”  p.  27.  The 
value  of  coconut  oil  alone  declined  from  $19,885,779  to  $11,- 
399,829.  The  price  of  coconut  oil  in  the  domestic  market  fell 
from  $.063  per  fxjund  to  $.034,  or  almost  50  per  cent,  which 
reflects  the  trend  in  all  fats  and  oils  prices  during  1938. 

25.  Public  Law,  No.  137,  74th  Congress.  Approved  June  14, 
1935  and  extended  by  proclamation  to  May  i,  1941. 


the  suggestion  of  a  Senatorial  delegation  which  I 
visited  the  Islands  in  1934,  the  President  recom-  n 
mended  that  the  Interdepartmental  Committee  on 
Philippine  Affairs  make  a  complete  survey  of  the 
problem  of  Philippine-American  trade  relations. 
The  Tariff  Commission  made  such  a  study  and 
published  its  report  in  1937,^^  while  a  similar  study 
was  made  in  the  Philippines.^®  Finally,  after  a  visit 
to  Washington  by  High  Commissioner  Frank 
Murphy  and  Commonwealth  President  Manuel 
Quezon  in  February  1937,  a  joint  committee  of  six 
experts  from  each  country  was  appointed  to  recom¬ 
mend  a  specific  program.^^ 

After  a  year  of  research  and  public  hearings  in 
both  countries,  the  Joint  Preparatory  Committee  on 
Philippine  Affairs  issued  its  report  and  recom¬ 
mendations  in  November  1938.  The  Committee 
was  precluded  by  its  terms  of  reference  from  re¬ 
examining  the  question  of  independence  itself.^ 

Its  fundamental  task  was  to  formulate  a  stable 
policy  of  trade  relations  and  discover  a  method  of 
effectuating  this  policy.  From  the  beginning,  the 
Committee  took  as  its  major  premise  a  suggestion 
of  President  Roosevelt’s  that  the  Philippine  econ¬ 
omy  might  require  a  considerable  period  of  read¬ 
justment  if  it  were  to  accomplish  an  orderly  transi¬ 
tion  to  a  self-sufficient  basis.^*  The  conclusions  of 
the  Committee  essentially  revolved  around  a  plan 
to  extend  application  of  the  export  tax,  at  the  same 
5  per  cent  rate  of  increase  established  by  the  Inde¬ 
pendence  Act,  for  fifteen  years  beyond  the  date  of 
independence.  The  full  American  tariff  would  then 
not  become  operative  until  1961.  In  order  to  relieve 
those  industries  which  would  be  severely  affected 
during  the  final  years  of  the  Commonwealth,  the 
Committee  recommended  that  declining  duty-free 
quotas  be  substituted  for  the  tax  on  exports. 

After  approval  by  President  Roosevelt  and  Pres¬ 
ident  Quezon,  the  proposals  of  the  Joint  Committee 
were  sent  to  Congress  on  January  24,  1939.  Senator 
Tydings,  by  request,  introduced  a  bilP^  shortly 

26.  Message  of  the  President  to  Congress,  March  3,  1934.  U.S. 
74th  Congress,  2nd  Session,  “Compilation  of  Documents  Re¬ 
lating  to  the  Inauguration  of  the  Government  of  the  Common¬ 
wealth  of  the  Philippines,”  House  Document,  No.  400,  pp.  i,  2. 

27.  United  States  Tariff  Commission  Report,  No.  118,  second 
series,  1937. 

28.  Report  of  Technical  Trade  Committee  to  the  President  of 

the  Philippine  Commonwealth,  February  17,  1936.  i 

29.  The  Joint  Preparatory  Committee  on  Philippine  Affairs  1  < 

was  created  on  April  14,  1937  upon  arrangement  between  the  I  < 
President  of  the  United  States  and  the  President  of  the  Philip- 
pine  Commonwealth.  Hereafter  known  as  the  Joint  Committee.  i 

30.  It  did  recommend,  however,  that  the  date  of  independence  t 

be  not  advanced.  Cf.  Joint  Preparatory  Committee  on  Philippine  I  : 
Affairs,  Report,  May  20,  1938,  U.S.  Government  Printing  Office,  1 
Vol.  I,  p.  157.  it 

31.  Ihid.,  pp.  12,  13.  B  ' 

32.  S.  1028.  I 
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afterwards  which  embodied  the  Committee’s  main 
recommendations.  In  February  the  Committee  on 
Territories  and  Insular  Affairs  commenced  hear¬ 
ings  on  the  bill,  but  there  was  no  optimism  in  any 
quarter  that  the  Joint  Committee’s  “extension” 
recommendations  could  be  reported  out  favorably. 
State  Department  officers  and  members  of  an  of¬ 
ficial  Philippine  mission,  headed  by  Vice  President 
Osmena,  testified  in  favor  of  the  measure,  stressing 
the  value  of  Philippine  trade  to  the  United  States. 
The  majority  of  the  Senators  on  the  Committee 
nevertheless  hesitated  to  legislate  for  a  period  sub¬ 
sequent  to  the  date  of  independence,  particularly 
in  view  of  unsettled  Far  Eastern  conditions.  Others 
flatly  considered  the  bill  another  attempt  of  the  Fili¬ 
pinos  to  eat  their  cake  and  have  it  too,*^'^"*  and 
vehemently  objected  to  the  continual  reopening  of 
the  Philippine  question.  The  cleavage  was  so  wide 
that  the  Committee  members  friendly  to  the  bill 
became  dubious  as  to  its  reception  on  the  floor  of  a 
Congress  in  an  isolationist  mood.  The  measure  was 
accordingly  pigeonholed. 

The  Administration,  disturbed  by  the  pressing 
need  for  rescuing  five  Philippine  industries  from 
the  effects  of  the  export  tax  which  was  to  be  ap¬ 
plied  in  1940,*'  took  the  Senate  Committee  leaders 
into  conference  and  worked  out  an  acceptable  com¬ 
promise.  Although  the  Senate  passed  a  “minimum 
bill”  on  May  31,  the  House  prepared  its  own 
measure  in  accordance  with  its  prerogatives  as  the 
initiator  of  revenue  legislation.  The  House  bill  was 
passed  July  31,  though  not  before  the  agricultural 
lobbies  had  revised  it  to  suit  their  interests.^^  After 
acceptance  by  the  Senate,  the  amendments  to  the 
Independence  Act  were  signed  by  the  President  on 
August  7,  and  will  become  law  if  the  Philippine 
legislature  takes  the  necessary  action  before  January 
1, 1940.*^ 

In  distinction  from  the  original  Senate  bill  and  the 
recommendations  of  the  Joint  Committee,  the  com¬ 
promise  amendments  finally  adopted  by  Congress 
make  no  provision  for  trade  relations  beyond  July 

33-34.  Preferential  treatment  in  addition  to  political  autonomy. 

35.  Four  of  these  industries:  coconut  oil,  cigars,  pearl  buttons 
and  embroideries  support  a  large  majority  of  the  population  in 
and  around  Manila.  Displacement  of  these  workers  would  have 
a  serious  ctlect  on  the  Islands'  only  large  urban  area. 

36.  These  groups  were  most  active  in  modifying  the  House 
Bill,  H.R.  7096,  which  became  the  final  bill  as  approved  by 
Congress.  Cf.  Congressional  Record,  Vol.  84,  No.  154,  76th 
Congress,  July  31,  1939,  p.  14640,  et  seq. 

37-  H.R.  7096,  76th  Congress,  ist  Session,  Section  7  (a).  Pres¬ 
ident  Quezon  plans  to  submit  the  new  legislation  to  the  vote 
of  the  people.  New  York.  Times,  August  7,  1939. 

38.  According  to  the  Independence  Act,  the  export  tax  would 
have  become  operative  November  15,  1940,  five  years  after  the 
date  of  the  inauguration  of  the  Commonwealth.  The  Joint  Com¬ 
mittee  considered  January  i,  1941  a  better  date  for  purposes  of 
fiscal  and  statistical  calculation. 


3,  1946.  Commencing  January  i,  1940^®  duty-free 
quotas  will  be  established  on  the  following  Philip¬ 
pine  products:  cigars  (200  million),  scrap  tobacco 
(4.5  million  pounds),  coconut  oil  (200  thousand  long 
tons),  and  buttons  of  pearl  or  shell  (850  thousand 
gross).  In  lieu  of  the  export  tax  originally  pro¬ 
posed  in  the  Independence  Act,  these  quotas  will 
be  reduced  by  5  per  cent  each  year  commencing 
January  i,  1941.  Exportation  over  and  above  the 
quota  must  pay  full  duties.^^  In  the  case  of  em¬ 
broideries  the  export  tax  is  maintained,  but  will 
not  be  collected  on  the  part  of  the  cloth  orig¬ 
inally  manufactured  in  the  United  States.'*"  The 
absolute  quota  for  cordage,  including  binder  twine, 
was  kept  for  the  remainder  of  the  Commonwealth 
period  at  six  million  pounds.'**  Abaca  (manila 
hemp)  and  copra  were  bound  on  the  free  list  until 
1946.  The  export  tax  is  to  be  retained  on  sugar.  Un¬ 
like  other  industries,  it  is  claimed,  there  would  be  a 
substantial  margin  of  profit  for  Philippine  sugar 
producers  even  in  1945,  when  25  per  cent*-  of  the 
present  tariff  would  mean  a  duty  of  only  $.47  per 
too  pounds  as  against  the  $.90  duty  which  Cuba 
must  pay.  To  meet  the  objections  of  American  cane 
sugar  refiners  who  fear  the  Islands’  turhinado  sugar 
might  enter  as  unrefined  sugar  under  the  present 
rulings,  the  Act  was  amended  to  define  sugar  other 
than  raw  sugar  in  accordance  with  the  Sugar  Act 
of  1937-“*^  Moreover,  should  Philippine  producers 
elect  not  to  export  the  50,000  short  tons  of  refined 
sugar  now  permitted  under  present  law,  they  may 
in  the  future  substitute  raw  sugar  in  the  same 
amount.  In  1946  sugar  will  be  subjected  to  the  full 
duty. 

The  Joint  Committee  concluded  that  the  export 
tax  levied  on  Philippine  coconut  oil  during  the 
final  years  of  the  Commonwealth  would  ruin  the 
Islands’  copra-crushing  industry  and  force  its 
transfer  to  the  United  States.*'*  Accordingly  the 
amendments  to  the  existing  law  have  provided  for 
a  declining  quota  of  duty-free  exports  of  coconut 
oil  in  lieu  of  the  export  taxes.  An  unsuccessful  at- 

39.  Quotas  prevent  further  expansion  based  on  a  protected 
American  market. 

40.  Most  of  the  cloth  for  embroidery  in  the  Philippines  comes 
from  the  United  States.  The  value  of  this  cloth,  plus  transporta¬ 
tion  and  other  costs,  will  be  deducted  from  the  total  valuation 
on  which  the  tax  is  to  be  paid  when  the  finished  embroideries 
are  re-exported  to  the  United  States. 

41.  The  American  Cordajjc  Institute  protested  any  change  in 
the  Cordage  Act  on  the  ground  that  it  has  already  proved  ac¬ 
ceptable  to  the  Philippine  government.  Cf.  Hearings  on  S.  1028, 
cited,  p.  210. 

42.  The  tax  will  remain  at  25  per  cent  from  January  i  to  July 

4,  1946. 

43.  Section  loi.  Sugar  Act,  1937,  defines  refined  sugars  as 
“direct  consumption  sugar.” 

44.  Joint  Committee,  Report,  cited,  Vol.  I,  p.  61.  About  one- 
half  the  copra  is  now  crushed  in  the  United  States. 
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tempt  was  also  made  in  the  Senate  to  rescind  the 
domestic  excise  tax  on  any  coconut  oil  rendered 
inedible,  on  the  grounds  that  it  would  then  be  non¬ 
competitive  with  American  agriculture.'*^  During 
the  past  session  of  Congress,  other  legislation  was 
proposed  to  better  the  competitive  position  of 
American  fats  and  oils  at  the  expense  of  foreign 
oils,  including  Philippine  coconut  oil.  The  attempt 
to  raise  the  excise  tax  on  imported  oils  from  three 
to  five  cents'*^  was  defeated  in  the  Senate  Finance 
Committee  after  President  Roosevelt  condemned 
the  measure  on  the  ground  that  it  would  contra¬ 
vene  existing  reciprocal  trade  agreements.^’  Amer¬ 
ican  agricultural  interests  also  showed  their  hand 
in  the  Philippine  amendments  bill,  assuring  them¬ 
selves  continuance  of  the  excise  tax  on  coconut  oil 
and  limiting  payments  to  coconut  producers  from 
the  excise  tax  funds  to  bona  fide  production  loans 
and  grants  for  improving  copra-drying  facilities.'*® 

The  American  President,  under  the  new  Con¬ 
gressional  amendments,  is  given  supervisory  con¬ 
trol  over  the  processing  tax  funds,  which  must  be 
devoted  to  financing  new  expenditures  for  the  re¬ 
adjustment  of  Philippine  economy  and  for  assump¬ 
tion  of  the  responsibilities  of  an  independent  state. 
Another  amendment  requires  that  the  proceeds 
of  the  export  taxes  collected  by  the  Commonwealth 
be  turned  over  to  the  United  States  Treasury 
quarterly,  thus  further  assuring  payment  of  interest 
and  principal  on  Philippine  bonded  indebtedness. 
These  sums  will  be  used  as  a  supplementary  sink¬ 
ing  fund  and  are  to  be  administered  jointly  by  rep¬ 
resentatives  of  this  country  and  the  Common¬ 
wealth.  The  rights  and  privileges  of  Filipinos  in 
the  United  States  were  clarified  and  provision  made 
against  any  p>ossible  discrimination.  The  Indepen¬ 
dence  Act  was  further  amended  to  secure  proper¬ 
ties  in  the  Islands  for  future  American  diplomatic 
and  consular  establishments,  and  a  section  was 
added  to  provide  for  more  adequate  supervision  of 
the  Commonwealth’s  foreign  affairs  and  for  the 
performance  of  consular  functions  through  the 
medium  of  Foreign  Service  Officers. 

Provision  for  further  consideration  of  Philippine- 
American  trade  relations  was  made  in  an  amend¬ 
ment  to  Section  13,  advancing  the  date  of  a  con¬ 
ference  of  governmental  representatives  one  year 
to  1944.  The  committee  will  now  consist  of  three 
members  each  from  the  Senate  and  House  and 

45.  Cf.  Congressional  Record,  May  31,  1939,  pp.  8961  ff.  The 
contention  was  upheld  that  the  amendment  of  excise  taxes  was 
a  revenue  measure  and  as  such  should  initiate  in  the  House.  The 
House  Committee  refused  to  consider  it. 

46.  The  measure  was  introduced  by  Senator  Connally  (Texas) 
as  an  amendment  to  House  Resolution  3790. 

47.  New  Yorl(  Times,  March  31,  1939. 

48.  H.R.  7096,  Section  i  (b)  (2)  and  Section  6  (c). 


three  appointed  by  the  Executive,  in  addition  to  an 
equal  number  of  Filipinos.  Unless  a  request  from 
the  Philippine  people  for  a  re-examination  of  the 
independence  issue  is  granted  by  Congress,  the  con-  1 
ference  will  formulate  recommendations  for  trade 
relations  only.'*^ 

NEW  BARRIERS  TO  INDEPENDENCE 

The  amendments  to  the  Independence  Act  have 
not  improved  the  economic  outlook  for  the  Philip¬ 
pines.  If  insular  products  must  pay  full  United  t* 
States  tariffs  after  1946,  it  is  doubtful  whether  such 
industries  as  cigars,  embroideries,  and  pearl  buttons  | 
can  survive.-®  Since  the  Islands’  prosperity  is  so  | 
largely  dependent  on  sugar  and  coconut  oil,  the  j 
ability  of  these  two  industries  to  export  their  prod-  ) 
ucts  on  a  profitable  basis  is  all-important.  Philip-  > 
pine  sugar  producers  are  undoubtedly  hopeful  that 
the  American  tariff  will  not  be  raised  to  full  levels  i 
against  them.  Should  Congress  be  asked  to  con¬ 
tinue  after  independence  the  preference  which  Phil¬ 
ippine  sugar  now  enjoys — by  means  of  a  reciprocal 
treaty  or  agreement  concluded  before  1946 — (!^uban  | 
sugar  interests  will  certainly  stress  the  cost  of  such 
action  to  the  American  people.  Since  the  establish¬ 
ment  of  quotas  in  the  Jones-Costigan  Act  (1934), 
the  world  price  of  sugar  has  been  far  lower  than 
the  price  American  consumers  must  pay.  Inclusion 
of  the  Philippines  in  the  domestic  protective  system 
for  sugar  indirectly  costs  the  American  public  over  ' 
40  million  dollars  annually,  while  the  Treasury 
foregoes  revenue  estimated  at  between  17  and  36 
million.’*  Whether  or  not  the  Islands  could  pay  full 
duty  on  sugar  exports  governed  by  the  present 
quota  arrangements  is  debatable,  as  it  would  de¬ 
pend  on  the  American  price  and  Philippine  costs. 
Unquestionably  the  Philippines  will  find  it  difficult 
to  compete  with  Cuba  if  the  quota  system  is  term-  ! 
inated  at  some  future  date  and  the  duty  differential  * 
is  less  than  $.80  per  100  pounds.”  The  renewed  | 
trade  agreement  with  Cuba  may  lower  the  duty  ■ 
on  Cuban  sugar  to  $.75,  which  would  give  Cuba  an  f 
advantage  of  $.05  and  operate  to  lower  prices  gen-  ) 
erally.”  The  future  prosperity  of  Philippine  sugar  1 

49.  In  fact  the  bill  expressly  stated  that  arrangement  for  the 
conference  shall  not  be  construed  to  affect  any  provisions  of  the 
Act  “relating  to  the  procedure  leading  up  to  Philippine  inde¬ 
pendence  or  the  date  upon  which  the  Philippine  Islands  shall 
become  independent."  Section  4,  H.R.  7096,  cited. 

50.  Cf.  Joint  Committee,  Report,  cited,  p.  22. 

51.  Cf.  Joint  Committee,  Report,  cited,  p.  46.  Of  course,  Amer¬ 
ican  consumers  also  pay  similar  premiums  in  purchasing  sugar  ,■ 
from  domestic  producers,  and  to  a  lesser  degree,  from  Cuba. 

52.  During  t’.ie  period  1930-1933  the  United  States  Tariff 
Commission  found  that  the  total  cost  of  delivered  Cuban  sugar 
was  Si. 92  per  too  pounds  against  $2.72  for  Philippine  sugar,  a 
difference  of  $.80. 

53.  Cf.  U.S.  Congress,  76th  Congress,  ist  Session,  Congres¬ 
sional  Record,  pp.  15147,  et  seq.  August  3,  1939. 
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thus  depends  on  a  continuance  of  the  quota  system 
and  the  proportion  of  the  full  tariff  it  must  pay 
after  1946.^"* 

,  The  lobbying  efforts  of  the  American  dairy  and 
I  farm  groups  against  coconut  oil  becloud  the  out¬ 
look  for  this  industry.  The  combined  government 
excise  and  interstate  protective  taxes’’  on  foreign 
oils  have  caused  a  heavy  shift  to  the  use  of  cotton¬ 
seed  and  soya  bean  oil  in  the  manufacture  of  oleo- 
margerine.’^  Copra  will  probably  continue  to  main- 
I  tain  its  position  on  the  free  list,  but  the  Philippine 
product  may  need  the  two-cent  preference  on  the 
I  processing  tax  which  it  now  enjoys  in  order  to  com- 
1  pete  with  other  oils.  Any  rise  in  the  tax  on  coconut 
I  oil  to  favor  domestic  producers  further  in  the  edible 
i  market  will  accentuate  the  serious  plight  of  the 
»  Philippine  planters.” 

’  The  average  Filipino’®  does  not  yet  appreciate 
\  the  effect  independence  will  have  on  his  standard 
I  of  living.  Stirred  by  the  emotional  appeals  of  poli- 
'  ticians,  the  majority  of  the  Filipino  people  have 
1  been  and  still  are  intent  upon  gaining  complete 
I  )  sovereignty  without  realizing  the  sacrifices  which 
1  ;  they  may  be  called  upon  to  make.  During  the  next 
five  or  six  years,  however,  the  Independence  Act  will 
,  operate  to  make  these  sacrifices  more  obvious.  Mar- 
1  ginal  sugar  planters  will  be  eliminated  as  the  taxes 
I  required  by  the  Act  increase,  and  the  declining 
1  duty-free  quotas  on  the  exports  of  additional  indus- 
r  tries  will  affect  other  groups  of  workers.  The  con- 
I  tinual  agrarian  labor  agitation,  which  sometimes 

5  results  in  armed  uprisings,’^  is  a  symptom  of  an 

1  .  unhealthy  agricultural  system,  based  on  large  agri- 
t  }  cultural  exports  at  the  expense  of  a  well  rounded 
'  \  production  for  domestic  consumption.^®  The  break- 
'•  '  up  of  this  traditional  economy,  which  would  re- 
t  suit  from  the  loss  of  the  American  market,  is  cer- 
i'  j  tain  to  be  attended  by  widespread  agrarian  discon- 
*  tent.  The  Commonwealth  government  is  already 
^  concerned  with  labor  problems,^*  and  President 

y  54.  The  most  efTicient  Philippine  producers  could  probably 
n  compete  successfully  in  a  free  market. 

I-  i  55.  Cf.  Raymond  L.  Buell,  “Death  by  Tariff,”  Fortune,  August 
If  >938,  p.  34- 

56.  Fats  and  Oils  Trade  1938,  cited,  p.  22. 
le  57.  Cf.  Joint  Committee,  Report,  cited,  pp.  66,  67. 

58.  The  literate  male  electorate  is  less  than  13  per  cent  of  the 
total  papulation.  Cf.  Grayson  L.  Kirk,  “Philippine  Independence” 
(New  York,  Farrar  &  Rinehart,  1936),  p.  184. 

59*  Agrarian  unrest  stimulated  the  emergence  of  the  Sakdal 
party,  which  led  a  serious  outbreak  in  May  1935.  Cf.  David  H. 
r-  Popper,  “Creating  a  Philippine  Commonwealth,"  cited,  p.  241. 
60.  Cf.  James  S.  Allen,  “Agrarian  Tendencies  in  the  Philip¬ 
pines,”  Pacific  Affairs,  March  1938,  p.  53.  The  Islands  import 
if!  $10,000,000  worth  of  agricultural  products  annually.  Insular 
ar  Collector  of  Customs,  Annual  Reports. 

*  61.  Several  statutes  designed  to  aid  the  laboring  element  were 

enacted  by  the  Second  National  Assembly  in  1939,  i.c.,  an  eight 
r/-  hour  labor  law  (B.  No.  37)  and  compulsory  arbitration  between 
I  landowner  and  tenant  (No.  1037). 


Quezon’s  social  justice  program  is  directed  to  bet¬ 
tering  the  living  conditions  of  the  working  people. 

The  extent  to  which  the  Philippine  government 
can  alleviate  the  situation  is  limited  by  declining 
revenues  and  increasing  expenditures.^^  The  coco¬ 
nut  oil  excise  tax  fund  which  is  allocated  for  eco¬ 
nomic  adjustment  purposes  will  receive  no  further 
remittances  from  the  United  States  after  1946.^^ 
Increasing  expenditure  on  national  defense  is  a 
severe  drain  on  the  Insular  Treasury  amounting 
annually  to  about  20  per  cent  of  income.^ 
Heavier  taxation  has  already  become  necessary,^’ 
and  will  add  to  general  discontent.  Accordingly, 
the  Filipinos  may  possibly  become  increasingly  re¬ 
ceptive  to  proposals  for  retention  of  the  economic 
ties  with  the  United  States  even  at  the  expense  of 
abandoning  the  hope  of  full  sovereign  rights. 

The  growing  fear  of  Japanese  aggression  is  also 
further  complicating  the  attainment  of  indepen¬ 
dence  by  rekindling  a  desire  to  retain  the  protection 
of  the  American  navy.  To  what  lengths  Japan 
might  push  efforts  to  dominate  the  Philippines  af¬ 
ter  1946  is  entirely  speculative.^*’  Aside  from  its 
strategic  importance,”  the  archipelago  might  be 
valuable  to  Japan  as  an  area  of  colonization  and  as 
a  source  of  such  needed  raw  materials  as  abaca, 
lumber  and  minerals.^®  At  the  present  time,  how¬ 
ever,  Japan  is  only  a  potential  threat  to  the  eco¬ 
nomic  and  political  life  of  the  Islands.  Economic 
penetration,  which  was  a  source  of  alarm  several 
years  ago,  has  been  checked  by  Japan’s  preoccupa¬ 
tion  with  China.  Japan’s  share  of  the  total  insular 
import  trade  was  less  than  10  per  cent  in  1938,*^^ 
and  the  value  of  its  cotton  goods  importation  fell 

62.  Cf.  Catherine  Porter,  “Steps  Towards  Economic  Planning 
in  the  Philippines,"  Far  Eastern  Survey,  Institute  of  Pacific  Rela¬ 
tions,  April  6,  1938,  p.  78.  Revenue  collections  declined  from 
P96,245,963  in  1937  to  P88,359,95i  in  1938.  Estimated  income 
for  1939  is  P85,500,5oo.  Cf.  Philippine  O>mmonwcalth,  Na¬ 
tional  Budget  for  the  fiscal  year  ending  ]une  30,  1940.  Cf.  also 
President  Quezon’s  budget  message  to  the  National  Assembly, 
Philippines  Herald,  February  8,  1939. 

63.  The  amount  collected  in  1938  was  P20,486,58i.  The  aver¬ 
age  remittance  usually  varies  between  26  and  34  million  Pesos 
(13  to  17  million  dollars).  Estimate  for  year  ending  June  30, 
1940  is  P25,2oo,ooo.  At  the  end  of  the  fiscal  year  1939,  a  bal¬ 
ance  of  p48,i2i,i6o  was  available.  Cf.  ibid. 

64.  Cf.  ibid.  National  defense  expenditures  for  1940  will  equal 
Pi6,456,5io  or  19.6  per  cent  of  revenue. 

65.  Philippine  Commonwealth,  National  Assembly,  1940  tax 
code.  Act  466.  Cf.  also  Philippines  Herald,  June  6,  1939. 

66.  For  a  summary  of  Japan’s  motivation,  technique  of  pene¬ 
tration,  and  the  results,  cf.  Kirk,  “Philippine  Independence,” 
cited.  Chapter  VIII. 

67.  If  Japan  controlled  the  Philippines,  it  would  have  no  fear 
of  aggression  in  the  Far  East  from  any  other  power.  Cf.  idem. 

68.  The  potential  possibilities  of  the  Islands  for  cotton,  rubber 
and  petroleum  production  must  also  be  considered  as  of  interest 
to  Japan. 

69.  1936,  13.12  per  cent;  1937,  14.77  per  een*!  >938,  9.58  per 
cent.  Insular  Collector  of  Customs,  Annual  Reports. 
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to  $2,724,109  or  19  per  cent  of  the  total7°  Of  the  ten 
most  important  insular  imports  in  1937,  a  more 
normal  year,  Japan  ranked  third  in  iron  and  steel 
manufactures,  second  in  cotton  goods  and  first  only 
in  silk  and  rayon.^*  Japan  took  only  about  4  per 
cent  of  the  Islands’  agricultural  exports  in  1937  and 
IQ3S,  mostly  abaca  and  lumber.  Shipments  of  iron 
ore,  copper,  chrome,  and  manganese,  valued  at  less 
than  two  million  dollars  in  1937,  brought  total  ex¬ 
ports  to  Japan  up  to  ten  million  dollars  or  about 
6  per  cent  of  the  entire  Philippine  export  trade.’^ 
Japan  is  second  to  Great  Britain  in  the  number  of 
ships  employed  in  carrying  Philippine  commerce, 
but  third  in  value  of  trade  carried.’^  At  the  present 
time  the  value  of  Philippine  trade  with  the  United 
States  is  over  nine  times  that  with  Japan. 

The  Japanese  are  mostly  concentrated  in  Manila 
and  in  Davao,  the  principal  seaport  of  the  Island  of 
Mindanao.^^  They  number  less  than  two  per  thou¬ 
sand  of  the  total  population,  but  their  influence  is 
noticeable  because  they  control  an  increasing  pro¬ 
portion  of  the  retail  business  and  have  large  inter¬ 
ests  in  the  hemp,  lumber  and  fishing  industries. 
Total  Japanese  investments,  however,  are  less  than 
$26,000,000.’’  Aside  from  a  certain  amount  of  cul¬ 
tural  propaganda  among  the  Filipinos,  the  Japanese 
attitude  toward  the  Islands  has  been  studiously  re¬ 
served  and  circumspect.’^ 

Although  it  is  doubtful  whether  the  average 
Filipino  is  himself  greatly  concerned,  the  major¬ 
ity  of  those  who  favor  retention  of  American  sov¬ 
ereignty  in  the  Islands  continually  stress  the  Jap- 

70.  Ibid.  The  volume  totalled  36,965, (">24  square  meters,  or 
8,034,736  square  meters  less  than  the  limit  agreed  upon  in  the 
“gentlemen’s  agreement.”  This  agreement,  by  which  the  Asso¬ 
ciation  of  Japanese  Exporters  of  Cotton  Piece  Goods  limits 
the  importation  of  cotton  goods  into  the  Philippines  to  45  mil¬ 
lion  square  meters  annually,  was  renewed  on  July  22,  four  days 
before  abrogation  of  the  1911  treaty  of  commerce  and  naviga¬ 
tion.  Cf.  Department  of  State  Bulletin,  Vol.  I,  No.  5,  July  29, 
»939- 

71.  Insular  Collector  of  Customs,  Annual  Report,  i937»  p.  18 
et  seq. 

72.  Ibid.  1937,  iron  ore — $1,318,251;  copper — ^$328,105; 
chrome — $58,375;  manganese — ^$138,328. 

73.  For  1937:  169  British  ships,  value  $74,369,927;  85  Amer¬ 
ican  ships,  value  $68,354,022;  136  Japanese  ships,  value  $43,- 

967.363- 

74.  The  Japanese  (wpulation  in  1937  was  officially  placed  at 
17,911.  Cf.  Philippine  Commonwealth  Bureau  of  Health,  “Vital 
Statistics,  1937.”  An  unofficial  Philippine  estimate  counts  12,594 
for  Manila  and  about  14,000  for  Davao.  Cf.  “Alien  Scare  in 
Philippines  Minimized,”  Far  F.astern  Survey,  September  28, 
1938,  pp.  227-28. 

75.  Cf.  Far  Eastern  Survey  (Institute  of  Pacific  Relations), 
April  14,  1937,  p.  87. 

76.  Cf.  W,  H.  Chamberlin,  “Naval  Bases  in  the  Pacific,”  For¬ 
eign  Affairs,  April  1937,  p.  492. 

77.  Cf.  statement  of  Paul  V.  McNutt,  ex-High  Commissioner, 
New  Yorl(  Times,  July  8,  1939.  Also  statements  of  Judge 
Hausserman,  cx-Senator  Hawes  and  Administration  spokesman 
before  Senate  Committee  on  Territories  and  Insular  Affairs, 
February  16  to  March  15,  1939,  76th  Congress,  ist  Session. 


anese  threat.”  The  Commonwealth’s  resettlement 
program  for  Mindanao,  and  its  publicized  willing¬ 
ness  to  colonize  as  many  as  30,000  German  political 
refugees  have  been  seen  as  moves  to  olTset  Japanese 
predominance  in  Davao.’**  The  Philippine  Assembly 
is  now  searching  for  a  way  to  limit  the  immigra¬ 
tion  of  Chinese  and  Japanese  and  with  the  coop¬ 
eration  of  American  experts  has  drafted  a  new  im¬ 
migration  law.’**  Japan’s  aggression  in  China,  the 
gradual  breakdown  of  the  sanctity  of  international 
obligations,  and  the  emergence  of  pure  power  poli¬ 
tics  has  tempered  the  enthusiasm  of  the  Filipino 
leaders  for  independence  without  American  protec¬ 
tion.  No  faith  remains  in  a  League  system  of  col¬ 
lective  security,  and  the  pos.sibility  that  neutraliza¬ 
tion  of  the  Islands,  as  envi.sioned  in  the  Indepen¬ 
dence  Act,  could  be  guaranteed  by  a  group  of 
strong  powers  is  correspondingly  remote.®®  Fili¬ 
pinos  are  akso  none  too  hopeful  that  their  slowly 
developing  defense  forces  can  do  more  than  “make 
it  too  costly”  for  Japan  to  attempt  the  conquest  of 
the  Islands.  In  view  of  the  potential  wealth  of  the 
Islands  in  agriculture,  the  valuable  mineral  re¬ 
sources,®'  and  the  strategic  position  of  the  archi¬ 
pelago,  the  element  of  cost  may  prove  no  deterrent 
for  a  powerful  Japanese  navy  with  expansionist 
policies. 

SHIFTS  IN  OPINION 

By  his  oblique  public  utterances  President  Que¬ 
zon  has  several  times  implied  that  he  would  view 
with  favor  a  re-examination  of  the  independence 
question.®’  Although  continuing  to  insist  that  his 
people  still  wholeheartedly  desire  independence, 
Mr.  Quezon  is  reported  to  have  advocated  a  pleb¬ 
iscite  on  the  issue  in  1944.”^  Ex-High  Commission- 

78.  New  Yorl(  Herald  Tribune,  June  5,  1939.  Actually  about 
1,000  refugees  will  be  admitted  in  1939:  perhaps  some  io,ooo 
over  a  period  of  years.  Persuasion  on  the  part  of  the  United 
States  and  the  desire  of  Filipinos  to  win  American  approbation 
are  perhaps  sounder  reasons. 

79.  Philippines  Herald,  June  12,  1939. 

80.  The  President  of  the  United  States  is  requested  under  Sec¬ 
tion  II  of  the  Independence  Act  “to  enter  into  negotiations  with 
foreign  powers  with  a  view  to  the  conclusion  of  a  treaty  for  the 
perpetual  neutralization  of  the  Philippine  Islands,”  at  the 
earliest  practicable  date.  Japan  has  reacted  coolly  to  such  an 
idea.  The  Foreign  Office  has  been  quoted  as  saying:  “The  Jap¬ 
anese  government  renounces  the  idea  of  Powers  concluding 
agreements  guaranteeing  the  freedom,  integrity  or  neutrality  of 
another  nation.”  Cf.  Far  F.astern  Survey,  April  14,  1937,  cited, 
p.  87.  Leading  exponents  of  neutralization  in  the  U.S.  Congress 
are  Representative  Stefan  and  Senator  King.  Cf.  New  York 
Herald  Tribune,  March  22,  1938. 

81.  The  Philippines  mined  $32,149,424  in  gold  during  1938, 
shipping  $30,438,000  to  the  United  States.  Trade  Commission 
Report,  July  17,  1937. 

82.  Cf.  New  York  Times,  March  17,  1938;  Washington  Pott, 
March  29,  1938.  Cf.  also  D,  H.  Popper,  “Philippine  Indepen¬ 
dence  in  the  Balance,”  Amerasia,  January  1938,  p.  51 1. 

83.  New  York,  Times.  March  12,  1939. 
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,  er  Paul  V.  McNutt,  who  recently  arrived  in  this 

j  country  to  resign  his  post,  has  made  several  ardent 

appeals  in  his  public  speeches  for  retention  of  the 
»  political  ties  with  the  Philippines.®'*  Since  he  was 
popular  among  the  Filipinos  and  at  the  same  time 
the  most  outspoken  adherent  of  re-examination,  he 
is  believed  to  reflect  Quezon’s  views  and  has  put 
himself  in  the  position  of  spokesman  for  Filipino 
I  revisionists.  The  new  High  Commissioner,  Mr. 

,  Francis  B.  Sayre,  has  stated  that  the  Islands  will 

have  independence  unless  the  Commonwealth  gov¬ 
ernment  requests  reconsideration.®^  Since  sentiment 
among  the  Filipino  people  for  re-examination 
would  not  be  aroused  in  any  case  for  several  years, 
t  Mr.  Sayre’s  attitude  will  be  no  handicap  to  Pres¬ 
ident  Quezon’s  plans. 

Other  individuals  and  groups  in  the  Philippines 
are  advocating  modification  of  the  Independence 
Act.®^  Spokesmen  of  the  sugar  and  mining  interests 
appeared  before  the  Senate  Committee  on  Terri¬ 
tories  and  Insular  Affairs  to  advocate  extension  of 
preferential  treatment  for  Philippine  industry  be¬ 
yond  1946.®^  The  American  Chamber  of  Commerce 
and  the  Chamber  of  Commerce  of  the  Philippines 
are  planning  an  extensive  campaign  to  publicize  in 
'  this  country  the  value  of  Philippine  trade  and  the 
^  potential  consuming  power  of  its  market.®®  The  ac¬ 
tivity  of  these  groups,  which  command  consider- 
)  able  financial  backing,  is  expected  to  increase  as  the 
date  for  independence  approaches. 

A  volte  face  on  the  subject  of  independence  is 
difficult  even  for  a  politician  of  Mr.  Quezon’s 
standing  and  influence.  Public  statements  opposing 
independence  are  politically  dangerous,  and  a  num¬ 
ber  of  his  colleagues  in  the  Nationalist  party,  which 
he  completely  dominates,  would  oppose  him  on  this 
*  question.  The  political  capital  to  be  made  from  a 
“betrayal  of  independence”  would  be  a  potent 
weapon  in  the  hands  of  the  opposition  parties  of 
General  Aguinaldo  and  the  more  left  wing  groups. 
The  Sandal  party,  which  capitalizes  on  agrarian  un¬ 
rest,  and  the  newly  formed  Ganap  party  continue 
f  to  campaign  for  immediate  independence  and  their 

84.  Cf.  Neu^  York.  Herald  Tribune,  June  6,  1939;  Washington 
Post,  July  8,  1939. 

185.  Cf.  New  York  Times,  August  2,  1939.  Mr.  Sayre  was  ap¬ 
pointed  by  President  Roosevelt  on  July  26,  1939. 

186.  Among  the  public  figures  who  openly  propose  continuation 
of  the  present  Philippine-American  relationship  are  Weldon 
;  Jones,  acting  High  Commissioner;  Carlos  Tan,  Assemblyman; 

^  Judge  Hausserman,  leading  mining  magnate;  Salvador  Araneta, 
Manila  attorney.  New  York  Times,  August  30,  1939. 

I  87.  Cf.  76th  Congress,  ist  session.  Hearings  before  Senate 
t  Committee  on  Territories  and  Insular  Affairs  on  S.  1028,  Febru- 
j  ary  15  to  March  16,  1939. 

I  88.  The  slogan  adopted  during  National  Foreign  Trade  Week 
I  was  ‘‘Maintain  and  Foster  United  States-Philippine  Trade.”  Cf. 

[  Philippines  Herald,  May  21,  1939  et  seq. 
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policy  coincides  with  that  of  certain  pro-Japanese 
elements.®^  In  determining  the  attitude  of  the  Phil¬ 
ippine  people  toward  independence,  however,  the 
economic  pinch  and  Mr.  Quezon’s  personal  popu¬ 
larity  and  power  are  likely  to  be  the  deciding 
factors. 

Many  diverse  interests  in  the  United  States  in¬ 
fluence  the  attitude  of  Congress  toward  Philippine 
legislation.  Dairy  farmers,  isolationists,  big  navy 
advocates,  expatriate  Manila  businessmen,  imperi¬ 
alists,  sugar  beet  growers,  labor  leaders.  Wall  Street 
financiers  and  trade  associations  all  play  a  part  in 
determining  American  policy  toward  the  Islands. 
The  American  public  in  general,  however,  is  large¬ 
ly  apathetic.  The  average  citizen  feels  that  the  Fili¬ 
pino  should  have  his  independence  providing  he 
can  rule  himself  without  drawing  the  United  States 
into  trouble.  The  critical  situation  in  the  Far  East, 
however,  has  evidently  given  pause  to  the  belief 
that  the  Filipinos  can  preserve  an  independent  de¬ 
mocracy  after  1946  without  aid.  An  American  Insti¬ 
tute  of  Public  Opinion  poll  in  1938^®  showed  that 
76  per  cent  of  the  voters  opposed  independence  on 
the  ground  that  the  Filipinos  were  not  yet  ready 
for  self  government  and  that  the  United  States 
might  need  the  Islands  at  some  future  time  as  a 
source  of  raw  materials  and  as  a  military  base. 
While  the  American  people  seem  relatively  uncon¬ 
cerned  with  what  Japan  does  in  China,  it  is  ex¬ 
tremely  doubtful  whether  they  would  turn  a  deaf 
ear  to  Philippine  appeals  for  assistance  and  allow 
Japanese  aggression  in  an  area  so  influenced  by 
American  ideals  and  institutions — religious  and 
secular.^* 

The  Philippine  issue  was  formerly  subject  to 
partisan  politics,  with  Democrats  favoring  early  in¬ 
dependence  and  Republicans  advocating  either 
longer  delay  or  retention.  In  recent  years,  party 
lines  on  this  issue  have  been  broken  and  the  main 
cleavage  in  Congress  has  appeared  on  the  larger 
questions  of  foreign  policy — that  between  isola¬ 
tionism  and  cooperative  international  action  to 
check  the  spread  of  aggression.  The  isolationists, 
some  of  them  Republicans,  many  from  the  middle 
western  states,  are  sometimes  indistinguishable  from 
those  most  influenced  by  agricultural  lobbies.  In  the 

89.  The  former  leader  of  the  Sakdalista,  Benigno  Ramos,  is 
now  head  of  the  Lapiang  Ganap,  a  subversive  party  the  aims  of 
which  are  apparently  pro-Japanese.  Philippines  Herald,  May 
5>  6,  1939.  Ramos  faces  a  prison  sentence  for  his  part  in  the 
1935  Sakdal  uprising.  Cf.  New  York  Times,  July  31,  1939. 

90.  Cf.  New  York  Times,  February  23,  1938. 

91.  According  to  Fortune  Survey,  No.  XVII,  January  1939, 
46.3  p)cr  cent  of  the  population  would  be  willing  to  have  the 
United  States  go  to  the  defense  of  the  Philippines  if  the  latter 
were  threatened  with  attack.  A  previous  survey  in  1936  showed 
only  23.87  per  cent  taking  this  stand,  although  the  question  was 
phrased  somewhat  differently.  Cf.  Fortune,  January  1939. 
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76th  Congress  they  successfully  resisted  all  measures 
that  implied  an  extension  of  American  commit¬ 
ments  in  the  Far  East.  The  appropriation  of 
$5,000,000  for  harbor  operations  at  Guam  was  seen 
only  as  an  opening  wedge  for  its  eventual  fortifica¬ 
tion  and  was  stricken  out  of  the  naval  bill  for  de¬ 
fense  bases,^^  The  proposal  to  lengthen  the  period 
of  Philippine  economic  adjustment  by  prolonging 
certain  preferences  until  1961  got  no  further  than 
the  Senate  Committee  on  Territories  and  Insular 
Affairs.  Certain  members  of  this  group  even  advo¬ 
cate  immediate  independence  for  the  Philippines, 
so  that  responsibility  for  the  Islands’  protection 
against  an  expanding  Japan  may  be  cast  off  as  soon 
as  possible.  Any  move  to  reopen  the  question  of  in¬ 
dependence  will  be  strongly  opposed  by  these  isola¬ 
tionist  Congressmen. 

On  middle  ground  are  those  who  believe  in  car¬ 
rying  out  the  promise  of  independence  but  in  mak¬ 
ing  concessions  on  trade  matters  in  order  to  secure 
the  economic  stability  of  the  Islands  and  to  retain 
America’s  share  of  the  import  trade  after  1946. 
Social  unrest  and  agrarian  discontent,  following 
upon  a  drastic  lowering  of  the  standard  of  living, 
might  lead  to  political  upheaval  and  civil  strife. 
The  United  States  would  then  probably  have  to  in¬ 
tervene  to  restore  order  and  the  experiment  in 
independence  would  be  over.  Aside  from  general 
stability  in  the  Far  East,  the  best  insurance  for  suc¬ 
cessful  severance  of  Philippine-American  political 
ties  would  be  adoption  of  measures  to  assure  con¬ 
tinuation  of  the  economic  prosperity  of  the  Islands. 
The  cost  of  this  insurance  would  be  cheap  com¬ 
pared  to  that  arising  from  any  prolongation  of  po¬ 
litical  control  into  which  the  United  States  might 
be  forced.  This  view  is,  on  the  whole,  shared  by 
both  the  White  House  and  the  State  Department. 

A  considerable  number  of  the  members  of  Con¬ 
gress,  constituting  a  third  group,  condemn  the  sur¬ 
render  of  this  country’s  largest  territorial  stake  and 
its  major  outpost  in  the  Orient.  The  out-and-out 
imperialists  have  visions  of  a  glowing  future  for 
Far  Eastern  trade.  They  wish  to  reserve  the  unde¬ 
veloped  resources  of  the  Philippines  for  American 
exploitation.  Less  imperialistic  are  the  Congress¬ 
men  who  contend  that  the  United  States  must  play 
a  positive  role  in  the  Pacific  and  in  the  Far  East. 
They  foresee  the  complete  closing  of  the  open  door 
and  the  doom  of  American  prestige  in  the  Orient 
after  withdrawal  from  the  Philippines.  Continued 
aggressive  acts  by  Japan  will  more  than  likely 

92.  New  YorJI(  Timet,  February  24,  1939.  The  vote  was  205 
to  168,  the  majority  including  138  Republicans  and  64  Demo¬ 
crats.  The  latter,  mostly  from  cotton  states,  were  afraid  of  of¬ 
fending  Japan,  an  important  cotton  market.  Christian  Science 
Monitor,  February  28,  1939. 


Strengthen  this  section  of  Congress,  upon  which 
any  modification  of  the  Independence  Act  would 
depend  for  support. 

Congress  is  still  exceedingly  receptive  to  the 
pressures  of  various  individual  groups  which  either 
have  an  interest  in  the  Philippines  or  wish  protec¬ 
tion  from  insular  competition.  These  lobbies  arc 
usually  unconcerned  with  Philippine  policy  as  a 
whole,  but  the  sum  total  of  their  influence  is  a  large 
factor  in  shaping  Congressional  action.  The  C^ 
operative  Milk  Producers  Union,  the  National 
Grange,  the  American  Farm  Bureau  Federation, 
the  National  Dairy  Union,  the  Domestic  Fats  and 
Oils  Conference  and  the  American  Federation  of 
Labor^^  are,  for  purely  selfish  reasons,  continually 
pressing  for  independence  in  1946  or  sooner.  In¬ 
vestors  in  Cuban  sugar  and  domestic  beet  sugar 
growers  are  also  interested  in  a  free  Philippines  out¬ 
side  the  American  tariff  wall.  Opposing  indepen¬ 
dence,  or  at  least  the  surrender  of  all  control,  arc 
the  American  investors  in  the  Islands,  the  Amer¬ 
ican  Manila  businessmen,  the  National  Foreign 
Trade  Council,  textile  manufacturers  and  all  other 
exporters  who  sell  goods  in  the  protected  Philippine 
market.  The  activity  of  the  former  groups  is  usually 
more  effective,  since  it  is  easier  to  raise  the  cry  of 
competition  with  domestic  producers  than  to  dem¬ 
onstrate  the  rather  diffuse  benefits  derived  from  an 
export  trade. 

The  attitude  of  the  army  and  navy  toward  the 
Philippines  is  determined  by  considerations  affect¬ 
ing  the  broader  political  questions  in  the  Far  East. 
From  one  military  point  of  view,  the  Philippines 
are  at  present  an  indefensible  outpost,  since  they 
are  beyond  the  radius  of  action  of  any  strongly  for¬ 
tified  base.^'*  For  this  reason  a  section  of  naval  and 
particularly  army  opinion  is  strongly  in  favor  of 
relinquishing  the  Philippines  as  soon  as  possible, 
regarding  them  as  “the  Achilles  heel  of  American 
defense.’’  Other  naval  experts,  such  as  Admiral 
Leahy,  believe  the  Philippines  can  be  defended 
with  facilities  now  available  but  only  at  great  cost.’’ 
For  purposes  of  naval  preparation  and  strategy, 
therefore,  the  navy  must  know  if  it  is  ever  to  be 
called  upon  to  defend  the  Islands  or  to  dislodge  an 
invading  force  either  before  or  in  a  period  subse¬ 
quent  to  independence.  As  long  as  the  American 
flag  remains  in  the  Philippines  such  a  contingency 
is  not  probable.  After  1946,  however,  a  Japanese  in- 

93.  Cf.  Hearings  on  S.  1028,  cited.  Cf.  also  Harry  B.  Hawes, 
Philippine  Uncertainty  (New  York,  The  Century  Company, 
i93i)>  Chapter  X. 

94.  Cf.  George  Fielding  Eliot,  The  Ramparts  We  Watch 
(New  York,  Rcynal  8c  Hitchcock,  Inc.,  1938),  p.  59. 

95.  U.S.  76th  Congress,  ist  Session,  House  of  Representatives, 
Committee  on  Naval  Affairs,  Hearings  on  H.R.  2880,  p.  73. 
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vasion  might  compel  the  United  States  Navy  to 
fight  a  war  in  order  to  maintain  Philippine  inde¬ 
pendence.  Without  advanced  bases,  it  would  do  so 
under  extremely  unfavorable  military  conditions.’^ 
Consequently,  the  Hepburn  Board  in  its  recent 
rcprt  to  Congress  on  the  defense  needs  of  the- 
United  States  recommended  the  construction  of  an 
air  and  submarine  base  at  Guam.’’  It  believed 
that  such  action  would  impede  “extensive  hostile 
naval  operations  southward”  and  would  make  an 
invasion  of  the  Philippines  “a  precarious  under¬ 
taking.”  The  Board  further  pointed  out  that  a 
strong  fleet  base  at  Guam  would  secure  the  “prac¬ 
tical  immunity  of  the  Philippines  against  hostile  at¬ 
tack  in  force.”  American  naval  policy  in  the  Pacific 
is  not  based  on  a  static  frontier  of  defense.’®  Ad¬ 
vanced  bases  would  both  serve  to  prevent  Japanese 
operations  against  American  interests,  and  leave  the 
navy  better  prepared  for  any  eventual  conflict.  On 
the  other  hand,  the  cost  of  even  a  submarine  base  at 
Guam  would  be  excessive.”  Furthermore,  such  ac¬ 
tion  would  be  considered  a  threat  to  Japan  inasmuch 
as  Guam  is  situated  in  an  area  of  Japanese  naval  pre¬ 
dominance.  The  establishment  of  a  fortified  base  at 
Guam,  which  presupposes  retention  of  American 
responsibility  in  the  Islands,  is  not  in  accord  with 
the  present  defined  policy  of  the  President  and 
^  Congress  towards  the  Philippines.  It  appears  that 
j  the  navy  is  proceeding  on  the  assumption  that  the 
United  States  is  to  be  an  active  force  in  the  Far 
East  and  so  is  asking  for  better  preparations  for  the 
defense  of  the  Philippines.  Although  the  navy  may 
not  be  concerned  with  the  question  of  Philippine 
independence  per  se,  for  strategic  reasons  it  can 
hardly  permit  any  intervention  on  the  part  of  Japan. 

CONCLUSION 

} 

Philippine-American  free  trade  is  virtually  essen¬ 
tial  to  the  prosperity  of  the  Islands,  but  not  to  that 
of  the  United  States.  The  Philippines  supply  few, 
if  any,  vital  war  materials  to  this  country.  They 
now  provide  the  United  States  with  8  per  cent  of 
^  its  chromite  and  all  its  Manila  fiber.  Should  Philip¬ 
pine  sources  be  unavailable  in  wartime,  Cuba  and 
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especially  the  rich  untapped  deposits  in  Brazil  could 
make  up  the  deficiency  in  chrome  ore.‘”  Manila 
fiber  is  necessary  only  for  naval  cordage,  and  sub¬ 
stitutes  are  available.*®*  Of  all  the  products  of 
Southeast  Asia,  quinine  is  apparently  the  only  one 
the  United  States  could  not  do  without  iq  wartime, 
although  it  might  be  hard  pressed  to  find  sufficient 
quantities  of  tin  and  rubber  in  neighboring  Latin 
American  countries.*®’  The  Philippines  are  only 
potential  producers  of  quinine;  the  Netherlands 
Indies  supplies  86  per  cent  of  world  production, 
but  Japan  would  have  to  seize  the  Indies  to  make 
an  embargo  effective. 

In  1938  the  Philippines  ranked  eighth  as  a  con¬ 
suming  market  for  American  goods.  Exports  to  the 
Islands,  except  for  1929,  reached  a  new  high  of  $90,- 
357,229  during  1938,  causing  a  balance  of  trade  in 
favor  of  the  United  States  for  the  first  time  in  seven¬ 
teen  years.*®^  Nevertheless,  even  this  comparatively 
high  figure  constituted  but  2.8  per  cent  of  total  Amer¬ 
ican  export  trade.*®"*  The  increase  in  American  ex¬ 
ports  to  the  Philippines  in  1938,  largely  due  to  excep¬ 
tional  conditions  in  the  Orient,  took  place  at  the  ex¬ 
pense  of  Japanese  exports  of  cotton  cloth,  electrical 
equipment  and  canned  fish.  There  is  no  assurance 
that  the  American  textile  exporters  can  hold  this 
market,  since  it  is  dependent  on  the  Philippine 
tariff  rates  and  the  gentlemen’s  agreement  with 
Japan  limiting  imports.  At  the  present  time  Amer¬ 
ican  exporters  alone  benefit  from  insular  tariffs,  as 
cotton  cloth  is  made  more  expensive  for  Filipino 
buyers  and  no  local  industry  is  being  protected. 

The  purchasing  power  of  the  Islanders  depends  on 
the  $40,000,000  annual  premium  paid  them  by  the 
American  sugar  consumers.*®’  Without  this  bounty, 
the  Filipinos  might  be  unable  to  buy  some  30  million 
dollars  worth  of  American  cotton  goods,  tobacco 
manufactures,  meat  and  dairy  products  and  wheat 
flour.  This  would  affect  only  i  per  cent  of  total  Amer- 
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ican  export  trade.‘°^  Other  American  products  will 
more  than  likely  hold  a  considerable  portion  of  the 
Philippine  market  even  if  preferential  treatment  is 
largely  discontinued,  since  the  necessary  readjust¬ 
ment  of  Philippine  economy  toward  mineral  exploi¬ 
tation  and  industrial  self-sufficiency,  will  require 
heavy  machinery,  copper,  chemicals,  petroleum 
products,  etc.,  of  which  this  country  is  the  most 
efficient  exporter.^®’  Moreover,  the  increased  sugar 
purchases  from  domestic  and  off-shore  areas  would 
mean  additional  purchasing  power  for  American 
goods  in  these  areas.  Though  continued  preferen¬ 
tial  treatment  is  costly  to  American  consumers  and 
taxpayers,  it  must  be  admitted  that  this  type  of  sub¬ 
sidy,  in  that  it  gains  a  certain  market  for  American 
products,  is  preferable  to  the  subsidies  now  paid 
indirectly  to  foreign  consumers  of  American  wheat 
and  cotton  in  the  form  of  lower  prices.  If  the  latter 
subsidies  for  exporters  of  agricultural  commodities 
are  to  continue,  the  case  for  prolonging  the  non- 
essential  trade  with  the  Philippines  is  strengthened. 

Although  the  Philippine  trade  is  not  vital  to  this 
country,  the  American  people  have  a  moral  re¬ 
sponsibility  for  preventing  an  economic  disaster  in 
the  Islands  after  1946.  Certain  other  considerations 
also  support  the  contention  that  Philippine  econ¬ 
omy  must  be  upheld  irrespective  of  the  cost.  The 
Islands  are  an  important  adjunct  of  American  pres¬ 
tige,  which  is  a  vital  though  indefinable  factor  in 
the  commerce  of  Oriental  countries.  Secondly,  the 
American  people  might  feel  a  moral  obligation  to 
protect  the  Philippines  should  they  be  threatened 
with  invasion  after  1946.  Collective  guarantees  for 
the  Islands’  security  now  seem  less  possible  than  in 
1934.  Since  the  Filipinos  requested  independence 
and  asserted  their  ability  to  maintain  it,  the  United 
States  has  no  legal  responsibility  for  the  Islands’ 
future  security.  Public  opinion,  however,  might  de¬ 
mand  intervention  if  the  independence  of  the  Phil¬ 
ippines  were  at  stake.  Thirdly,  the  relation  of  the 
Philippines  to  this  country’s  Far  Eastern  policy  as 
a  whole  must  be  given  due  consideration.  At  present 
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the  United  States  is  concerned  with  preserving  in- 
ternational  law  and  treaty  obligations,  especially  as 
these  affect  China.  In  the  current  test  of  strength 
in  the  Pacific,  the  United  States  holds  the  balance 
of  power — and  can  throw  its  weight  to  the  aid  of 
Great  Britain,  France  and  The  Netherlands.  If  a 
long  range  naval  blockade  to  cut  Japan  off  from 
necessary  war  materials  is  to  be  effective,  American 
naval  power  must  prevent  Japan  from  basing  itself 
on  the  Philippines  and  exploiting  the  resources  of 
the  archipelago  and  neighboring  Borneo.  Japan  will 
probably  hesitate  to  move  further  southward  against 
the  Netherlands  Indies  so  long  as  the  United  States 
remains  in  the  Philippines.  Economic  stability  of 
the  Islands  in  1946,  should  the  United  States  with¬ 
draw  on  schedule,  will  serve  to  lessen  the  danger 
of  Japanese  encroachment.  Such  a  type  of  fore- 
sighted  economic  action  to  retain  strategic  areas  for 
American  interests  against  penetration  from  poten¬ 
tial  enemies  does  not  lack  precedent.  The  Adminis¬ 
tration  is  currently  extending  huge  credits  to  sev¬ 
eral  Latin  American  countries,  not  only  for  the 
purpose  of  stimulating  trade  but  predominance  in 
what  is  considered  a  vital  strategic  sphere. 

If  the  United  States  intends  to  withdraw  from 
the  Orient,  there  seems  to  be  no  reason  for  extend¬ 
ing  preferential  treatment  to  the  Philippines  beyond 
the  dictates  of  conscience.  On  the  other  hand,  if  the 
United  States  is  to  safeguard  its  own  interests,  aid 
in  the  restoration  of  international  law  and  order  in 
China,  and  uphold  the  status  quo  in  the  Far  East 
as  a  whole,  the  economic  well-being  of  the  Islands 
becomes  a  corollary  requisite  to  the  program.  Only 
by  allowing  the  Philippines  a  special  trade  position 
after  independence  can  their  economic  stability  be 
assured.  Such  concessions,  however,  might  require 
control  over  their  external  affairs  or  the  establish¬ 
ment  of  dominion  status.  As  it  becomes  more  ap¬ 
parent  that  influential  Filipinos  would  welcome  a 
re-examination  of  the  independence  question.  Con¬ 
gress  may  well  be  asked  to  reconsider  its  previous 
legislation  before  1946.  Such  a  request  under  pres¬ 
ent  circumstances  would  have  to  come  from  a  ma¬ 
jority  of  the  Philippine  people  in  order  to  obtain  a 
serious  hearing.  If  Japan  seizes  the  opportunity  to 
drive  foreign  interests  from  China  now  that  Britain 
and  France  are  engaged  in  a  European  war,  na¬ 
tional  expediency  would  probably  dictate  indefinite 
postponement  of  Philippine  independence. 


The  October  1  issue  of  FOREIGN  POLICY  REPORTS  will  be 

WAR  POTENTIAL  OF  THE  MAJOR  POWERS 
This  report  will  survey  the  material  resources  of  the  principal  belligerents  in 
the  European  war,  and  furnish  an  insight  into  their  economic  staying-power. 


